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- HARPER, RAINS

STOKES ¢& KNIGHT

Mr. Elliot P. Lewis

Assistant Inspector General for Audit
Office of Inspector General

U.S. Department of Labor

INDEPENDENT ACCOUNTANT'S REPORT
ON APPLYING AGREED-UPON PROCEDURES

We performed the procedures enumerated in the “Procedures and Findings™ section of
this report. The U.S. Department of Labor (DOL), Office of Inspector General (OIG),
agreed to these procedures for evaluating the State of Michigan’s obligation and
expenditure activities for available Job Training Partnership Act (JTPA) balances and
Workforce Investment Act (WIA) funds, which occurred during the period July 1, 2000
through December 31, 2001. For one procedure, we obtained obligation information for
the March 31, 2002 reporting period.

The Michigan Department of Career Development (MDCD) is responsible for reporting
grant obligations and expenditures to the Employment and Training Administration
(ETA). ETA is responsible for recording grant obligations, reported expenditures and
payments in DOL’s general ledger.

This agreed-upon procedures engagement was performed in accordance with the
attestation standards established by the American Institute of Certified Public
Accountants and Government Auditing Standards issued by the Comptroller General of
the United States. The sufficiency of the procedures performed is the responsibility of
OIG. Consequently, we make no representation regarding the sufficiency of the
procedures performed for the purpose for which this report has been requested or for any

other purpose.

The results of our procedures are described in the “Procedures and Findings” section of
this report.

We were not engaged to, and did not perform an examination, the objective of which
would be the expression of an opinion on the amounts reported on by the State as
obligations, expenditures, and unobligated balances. Accordingly, we do not express
such an opinion. Had we performed additional procedures, other matters might have
come to our attention that would have been reported to you.

This report is intended solely for the information and use of the DOL-OIG, and is not
intended to be and should not be used by anyone other than the specified party.

Hongtn, oo, Stobos #7A55H, P A

August 16, 2002

Harper, Rains, Stokes & Knight, P.A. = Certified Public Accountants = Consultants
One Hundred Concourse ® 1052 Highland Colony Parkway, Suite 100 » Ridgeland, Mississippi 39157
Telephone 601 .605.0722 = Facsimile 601.605.0733 = URL: htty:/fuwnmehirsk.com



SUMMARY OF RESULTS

We summarized the WIA funds obligated and expended by the State of Michigan as of
December 31, 2001. We determined that obligation information reported on Financial
Status Reports (FSRs) included actual obligations for statewide activities. However,
obligations reported for Local Board activities represented amounts passed through to
Local Boards, not just amounts that Local Boards had actually obligated.

We found that accounting records supported amounts reported as obligations and
expenditures on FSRs. Procedures were established for recording transactions on the
accrual basis of accounting in accordance with Federal regulations. Obligations and
expenditures reported to the State were substantiated by monthly reports submitted by
Local Boards.

As of December 31, 2001, Michigan had expended $107 million, or 65 percent of the
$164.5 million awarded, leaving $57.5 million or 35 percent unexpended. At this rate of
spending, it would take almost 10 months to spend the remaining funds, during which
time the State would receive additional WIA allocations.

The State and Local Boards charged expenditures to WIA grants on a First-In-First-Out
basis, rather than matching Program Year (PY) expenditures with the grant applicable to
the period in which expenditures accrued. As a result, actual cost of program operations
for a particular PY cannot be determined.

State of Michigan’s Response

The Michigan Department of Career Development provided a written response to our
draft report, which is included in its entirety at Exhibit Il. In general, the State agreed
with the information presented in the report, but provided additional comments.
Michigan stated that charging expenditures to WIA grants on a FIFO basis is an
acceptable practice under 20 CFR Part 667.107 (a).

Our procedures were not intended to determine Michigan’s compliance with program
requirements. However, by using the FIFO basis, Michigan does charge current
expenditures to prior period funds until exhausted.



BACKGROUND, SCOPE AND METHODOLOGY

Background

WIA, enacted in 1998, was designed to reform prior Federal job training programs and
create a new comprehensive workforce investment system. The new system intends to
provide customer-focused services, assist Americans in accessing the tools needed to
manage their careers through information and services, and assist U.S. companies in
finding skilled workers. The WIA superseded the JTPA and amended the Wagner-Peyser
Act.

Initial grants for the WIA program were awarded by DOL, ETA, beginning in PY 2000.
However, unexpended funds from the PY 1998 and PY 1999 JTPA programs were
authorized for transition into the WIA program. Generally, the states are required to pass
through approximately 85 percent of the awards received from DOL to Local Boards
(subrecipients). In Michigan, Local Boards are known as Michigan Workforce
Development Agencies (MWAS).

States have the original program year plus two additional program years to spend the
grant funds. However, funds allocated by a State to a Local Board for any program year
are available for expenditure only during that program year and the succeeding program
year. Funds that are not expended by a Local Board in this two-year period must be
returned to the State.

States are required to report WIA activities on quarterly Financial Status Reports (FSRS).
Accrued expenditures and obligations are key items reported on the FSRs. Accrued
expenditures are reported when a valid liability has been created through delivery of
goods or services, regardless of when cash payment is made. For example, salaries
earned by employees, but not yet paid, should be recorded as accrued expenditures.
Obligations are reported when certain events occur which will require payment by the
States or Local Boards in the same or a future period. Obligations are defined in the WIA
regulation as follows:

.. .the amounts of orders placed, contracts and subgrants awarded,
goods and services received, and similar transactions during a funding
period that will require payment by the recipient or subrecipient during
the same or a future period [20 CFR 660.300] (emphasis added).

However, according to ETA, Office of Grants and Contract Management, States have
been verbally instructed to report obligations for Statewide Activities and Rapid
Response only for those amounts of funding for which a legal liability exists at the State
level. Likewise, the State has been instructed to report obligations for Local Board
activities (Local Administration, Youth, Adult, and Dislocated Workers) only for those
amounts of funding for which a legal obligation exists at the Local Board level. ETA had
not clearly specified whether Local Boards’ obligations or States’ pass-through awards
should be included on FSRs.



Scope and Methodology

Our agreed-upon procedures include WIA funds awarded to Michigan for PY 2000,
Fiscal Year (FY) 2001, PY 2001 and FY 2002, as well as PY 1998 and PY 1999 JTPA
funds transitioned into the WIA program. Procedures were applied to grant activities
reported by the State and three MWASs (Capital Area Michigan Works, City of Detroit
Michigan Works and Career Alliance Michigan Works) from July 1, 2000 through
December 31, 2001. For procedure number 7, we obtained information subsequently
reported by the State and MWA s for the March 31, 2002 reporting period.

In general, our procedures were designed to summarize Michigan’s WIA financial
activity (obligations and expenditures) through December 31, 2001, to determine if the
amounts reported to ETA agreed with supporting accounting records, and to measure the
extent to which the State and MWASs have obligated and expended WIA funds.



PROCEDURES AND FINDINGS

Interview the appropriate MDCD personnel regarding how information is
accumulated from the MWAs and about the preparation of the FSRs. Using
this information, verify exactly what obligations were reported on the
December 31, 2001 WIA Quarterly Financial Status Reports. Determine if
the amounts passed through to the MWAs are reported as obligations on the
FSRs. Based on the information obtained, determine if the MDCD is
reporting obligations as described at 20 CFR 660.300 to include subgrants
awarded to subrecipients.

As of December 31, 2001, amounts reported as “obligations” on FSRs for the
Adult, Youth and Dislocated Worker programs as well as Local administrative
expenses were funds that MDCD had allocated to the MWAs, not legal
obligations for WIA services. However, for Statewide Activities and Rapid
Response, the amounts reported as “obligations” were legal obligations to service
providers.

MWASs report to the State using Quarterly Expenditure Reports (QERS) that are
comparable to FSRs used by MDCD to report obligations to DOL. QERs are
submitted to the State by the 20™ day following the end of each calendar quarter.

According to MDCD, funds passed through to Local Boards are considered to be
“obligated” at the time the funds are allocated to the Local Boards. Reporting of
funds passed to Local Boards as “obligated” does not take into account whether
legal obligations exist.

Our review of MDCD’s support for their FSRs confirmed that obligations
reported on the FSRs represented amounts awarded as subgrants to subrecipients.

ETA had not clearly specified whether Local Board obligations or the State’s
pass-through awards should be included on these reports.

Determine how MDCD tracks the various funding periods for both MDCD
and MWA activities, and if data is accounted for in a manner that will allow
expenditures to be matched against the appropriate obligation

Based on discussions with representatives of MDCD as well as examination of
financial records at MDCD and MWAs, we determined that MDCD does not
match expenditures with the appropriate fiscal period’s funding. Rather, current
expenditures are charged against the earliest available funding.



Expenditure information reported to MDCD by MWAs was identified by funding
period; however, reported expenditures were charged to the earliest year that
funding remained available, rather than the year in which expenditures accrued.
As a result, a program’s cost could not be matched with the period for which it
was funded.

Determine if the expenditure information (Outlays on the December 31, 2001
FSRs) was reported on the accrual basis of accounting as required at 29 CFR
97 and the WIA reporting instructions at 20 CFR 667.300 (c) (3).

As discussed in greater detail at item 8 of this report, QERS contain, among other
things, the amounts of accrued expenditures incurred to date by MWAs. These
amounts then roll up into the Federal FSR as “Outlays”.

We reviewed reporting instructions provided by MDCD to MWAs and
determined that amounts identified as “accrued expenditures” should include
expenditures that have been incurred but for which payment has not been made by
MWAs. This manner of reporting is consistent with the accrual basis of
accounting required by 29 CFR 97 and instructions at 20 CFR 667.300.

We made specific inquiries of Local Board representatives regarding the inclusion
of accruals in the amounts reported as expenditures to the State. Representatives
of the Local Boards stated that amounts reported as expenditures were, in fact,
inclusive of accruals as instructions required.

Determine what information is required to be reported by MWAs to MDCD,
including the content, format, frequency and any written instructions issued
by MDCD. Obtain copies of reports submitted by MWASs and copies of
written instructions.

Our review of MDCD'’s Fiscal Reporting Instruction guidelines, discussions with
representatives of MDCD, and a review of QERs for the quarter ending December
31, 2001, revealed that MWAs are required to report total Federal funds available,
accrued expenditures, unobligated balances, and where applicable, program
income.

Obtain or prepare from documents supporting FSRs, a summary of QERs
from the MWAs, and analyze this information to select MWAS to visit.

We obtained MDCD’s “Composite Accrued Expenditures Reports” that
summarized obligation and expenditure information for MWAs. Utilizing this
report, we made a judgmental selection of three MWA offices in which to conduct



fieldwork. MWASs selected for site visits were Capital Area MWA, City of
Detroit MWA and Career Alliance MWA.

Compare the information compiled at ETA to the reports prepared by
MDCD and explain any differences determined.

We compared FSRs reported to DOL by MDCD to corresponding data we
compiled at ETA. Information on the FSRs agreed to information compiled at
ETA. Key elements of FSR data were extracted from the reports, including Total
Federal Funds Authorized, Obligations, Outlays (accrued expenditures), and
Unobligated Balance of Federal Funds for each PY and FY. The extracted data
was used to perform analytical procedures described at item 7 of this report.



Perform an analytical review of the information obtained to develop trend

information and investigate any unusual relationships noted.

Total Federal Funds Authorized

The table below shows total WIA funds awarded by DOL to MDCD since

inception of the WIA program:

Funding Beginning of Expiration of | Total WIA Funds

Period | Spending Period | Spending Period Awarded

PY 1998 | JTPA transition June 30,2001 |$ 113,821

PY 1999 | JTPA transition June 30,2002 |$ 10,511,243

PY 2000 July 1, 2000 June 30,2003 | $ 43,150,489

FY 2001 | October 1, 2000 June 30,2003 |$ 35,227,909

PY 2001 July 1, 2001 June 30,2004 | $ 43,236,903

FY 2002 | October 1, 2001 June 30,2004 | $ 33,020,700

Less: Rescission of PY 2001 funds ($ 773,029)
Total Awards $ 164,488,036

WIA funds are awarded on a PY basis from July 1 to June 30, except for Youth
grants that are available in the April preceding the start of the PY. However, a
portion of PY 2000 and 2001 funding, denoted as “FY” above, was not available
until October 1 of each respective PY.



7. (Continued)

WIA Funds Obligated

Data presented below reflects total WIA funds reported to ETA as obligated by

MDCD as of December 31, 2001.

Funding Total Funds | Total WIA Amount Percent of
Period Awarded Funds Unobligated Funding
(in millions) Obligated | (in millions) | Unobligated
(in millions)
PY 1998 $ 0.1 $ 01 $ 00 0.0%
PY 1999 $ 105 $ 105 $ 00 0.0%
PY 2000 $ 43.2 $ 432 $ 0.0 0.0%
FY 2001 $ 35.2 $ 346 $ 0.6 1.7%
PY 2001 $ 43.2 $ 430 $ 0.2 0.5%
FY 2002 $ 33.0 $ 283 $ 47 14.2%
Less: PY 2001 Rescission ($ 0.8) N/A ($ 0.8) N/A
Total $ 1645 $ 159.8 $ 47 2.9%

Note: Information in the above table was obtained from quarterly Financial Status Reports
prepared by MDCD and summarized. Additionally, a portion of PY 2001 funding was rescinded
as noted above. In some instances, the individual amounts in the above columns do not sum to
the amount presented as “Total” due to rounding differences.

Of the total $164.5 million of funding available, $4.7 million (2.9 percent)
remained unobligated as of December 31, 2001. However, as discussed at item 1
of this report, in addition to obligations made at the State level, Michigan reports
funds to be “obligated” upon their allocation of the funds to the MWAS, even
though the MWASs have not legally obligated the funds.



7. (Continued)

WIA Funds Obligated - Continued

DOL-OIG requested that we determined “actual obligations” for only those
amounts for which a legal liability existed as of March 31, 2002.

In order to arrive at the amount of actual obligations for which a legal liability
existed at March 31, 2002, we subtracted the amounts reported to MDCD as
“unobligated” from total allocations made to each MWA. We combined actual
obligations for MWAs, with obligations for State-level Activities to dervive total
actual obligations for Michigan.

Total WIA
Total Funds Funds Amount Percent of
Funding Awarded Obligated Unobligated Funding
Period (in millions) (in millions) | (in millions) | Unobligated
PY 1998 $ 01 $ 01 $ 0.0 0.0%
PY 1999 $ 10.5 $ 105 $ 0.0 0.0%
PY 2000 $ 43.2 $ 432 $ 0.0 0.0%
FY 2001 $ 35.2 $ 350 $ 0.2 0.6%
PY 2001 $ 43.2 $ 432 $ 0.0 0.0%
FY 2002 $ 33.0 $ 295 $ 35 10.6%
Less: PY 2001 Rescission ($ 0.8) N/A ($ 0.8) N/A
Total $ 1645 $ 1615 $ 29 1.8%

Note: Information in the above table regarding actual obligations was obtained from MDCD and
summarized. Additionally, a portion of PY 2001 funding was rescinded as noted above. In some
instances, individual amounts in the above columns do not sum to the amount presented as
“Total” due to rounding differences.

Our analysis of the additional information provided by Michigan shows that, of
the total $164.5 million of funding available, $161.5 million (98.2 percent) was
actually obligated. Only $2.9 million (1.8 percent) remained unobligated as of

March 31, 2002. This was $1.7 million more than obligations reported at
December 31, 2001.
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7. (Continued)

Total Federal Expenditures

The following summary reflects total WIA expenditures reported by MDCD
through December 31, 2001. These amounts are recorded in DOL’s general

ledger.
Funding Period Total Funds Total Amount Percent of
Awarded Expenditures | Unexpended Funding
(in millions) | (in millions) | (in millions) | Unexpended
PY 1998 $ 01 $ 01 $ 0.0 0.0 %
PY 1999 $ 105 $ 104 $ 01 1.0%
PY 2000 $ 43.2 $ 410 $ 21 4.9 %
FY 2001 $ 35.2 $ 319 $ 33 9.4 %
PY 2001 $ 432 $ 229 $ 204 47.2 %
FY 2002 $ 33.0 $ 07 $ 323 97.9 %
Less: PY 2001 Rescission ($ 0.3) N/A ($ 0.3) N/A
Total $ 164.5 $107.0 $575 34.9%

Note: Information in the above table was obtained from quarterly Financial Status Reports
prepared by MDCD and summarized. Additionally, a portion of PY 2001 funding was rescinded

as noted above. In some instances, individual amounts in the above columns do not sum to the

amount presented as “Total” due to rounding differences.

Of the $164.5 million awarded, the MDCD had spent $107 million (65.1 percent),

leaving $57.5 million (34.9 percent) unspent as of December 31, 2001. At this
rate of spending, it would take almost 10 months to spend the remaining funds,

during which time the State would receive additional WIA allocations.

11




(Continued)

Expenditure Analysis by Funding Stream

The following provides a summary of unspent funding by program component:

Amount Amount Percent of
Awarded Unexpended Funding
Program Component (in millions) | (in millions) | Unexpended
MWA Activities:
Adults $ 458 $ 146 31.9%
Dislocated Worker $ 3438 $ 125 35.9 %
Local Admin $ 144 $ 53 36.8 %
Youth $ 49.2 $ 16.8 34.1%
Total MWA
Activities $ 1442 $ 492 34.1%
State Activities:
State-wide Activities $ 19.2 $ 82 42.7 %
State-wide Rapid Response $ 138 $ 08 44.4 %
Total State Activities $ 210 $ 90 42.9 %
Less: PY 2001 Rescission ($ 0.8) ($ 0.8) N/A
Total Funding $ 164.5 $ 575 34.9%

Note: Information in the above table was obtained from quarterly Financial Status Reports
prepared by MDCD and summarized. Additionally, a portion of PY 2001 funding was rescinded
as noted above. In some instances individual amounts in the above columns do not sum to the
amount presented as “Total” due to rounding differences.

Cost data submitted by MDCD through December 31, 2001, indicates that a
significant amount of WIA funds at both the State and MWA levels were not
spent as of that date (42.9 percent and 34.1 percent, respectively).

12



8.

Interview appropriate MWA personnel regarding how information is
accumulated and about preparation of MWA reports to MDCD. Inquire as
to the source of obligation, cost and/or payment information reported to
MDCD by MWA, and determine if information reported agrees with
corresponding source accounting records.

Expenditure and funding availability is reported by MWAs to MDCD using
QERs. While obligations were not reported by MWASs, unobligated balances
were reported. Therefore, obligated balances could be derived.

Separate QERs were not prepared for each PY and FY. PY and FY funding is
combined at the State level before allocation to the MWASs as Program Year
funds. However, MDCD charged expenditures reported by MWAs to PY and FY
funded periods on a FIFO basis.

We reviewed source accounting records at the three MWASs we visited in order to
determine if they supported the information reported to MDCD. MWAs provided
us with documentation in the form of reports and schedules that supported
amounts reported as expenditures and unobligated funds.

Determine how MWA s tracks various funding periods and if data is reported
and accounted for in a manner which will allow expenditures to be matched
against the appropriate obligation or subcontract agreement.

The MWAs employ FIFO methodology in associating period expenditures with
funding sources. This methodology does not allow for the matching of a
particular period’s expenditures with the funding allotted to that period. As such,
expenditures reported by MWAs were not matched with appropriate funding.
Rather, expenditures were charged against prior period funds until those funds
had been exhausted, and then charged to a subsequent period’s funding.

For example, any amount of PY 2000 funding that remained after PY 2000 had
lapsed would be used to satisfy a subsequent period’s expenditures until all of PY
2000 funding was exhausted. PY 2001 funding would subsequently be used to
satisfy expenditures. Charging current period expenditures to prior period
funding dissociates the funding allotted to a specific period from the cost of that
period.

13



10. Determine how the MWA defines an obligation and the point at which funds
are considered to be obligated. Determine if the MWA definition includes
only anticipated expenditures to meet bona fide needs of the funding
program year and for which a legal liability exists.

At the three Local Boards visited, representatives indicated that the “obligation”
of funds coincides with the decision to contract for services under WIA.
Obligations are recorded in anticipation of making payments to contractors for
bona fide needs of the WIA program. The signing of a contract between the
Local Board and a contractor, results in a legal liability.

The Local Boards’ definition includes only anticipated expenditures to meet bona
fide needs for which a legal liability exists. However, as mentioned at item
number 9 of this report, there is no matching of the funding year and year in
which expenditures accrue due to the State’s and Local Boards’ use of FIFO
methodology.

14



EXHIBIT I

SAMPLE FINANCIAL STATUS REPORT

Following this title page is a sample WIA financial status report used to report
program activities to DOL.

15



Workforce Investment Act U.S. Department of Labor
Local Adult Program Actlvitles Employment and Training Administration ?
OMB Approval | Pa f
Financlal Status Report No. 12050008 | | °
1. Federal Agency and Organizational Element 2. Federal Grant or Other Identifying Number Assigned
to Which Report is Submitted By Federal Agency Explres:
02/20/04 pages

3. Recipient (Name and complete address, including ZIP code)

4. Employer Identification Number 6. Recipient Account Number or identifying Number |6. Final Report 7. Basis
O ves [0 No |[) Cash O Accrua!

8. Funding Year 1 9. Period Covered by the Report

From: (Month, Day, Year) To: (Month, Day, Year)

10. Transactions: Cumulative

a. Total Federal outlays

b. Refunds, rebates, etc.

c. Net Federal outlays (Line a minus b)

d. Reciplent outiays for allowable program activities | :

e. Net Federal outleys

{. Federal unliquidated obligations

9. Total Federal obligations (Line e plus f)

h. Total Federal funds authorized for this funding period

i. Transfers from dislocated worker program activities’

J- Transfers to dislocated worker program activities

k. Adjusted total federal funds available

I. Unobligated balance of Federal funds (line k minus g)

L et oY 1 7S PSRt ———— . ]
Program income consisting of:

m. Disbursed program income using the addition method

n. Undisbursed program income

o. Total program income realized (Line m plus n)

11. Remarks: Attach any explanations deemed necessary or information required by Federal sponsoring agency in compliance with
governing legislation.

12. Certification: 1 certify to the best of my knowledge and belief that this report is correct and complete and that all outiays and
unliquidated obligations are for the purposes set forth in the award documents.

Typed or Printed Name and Title ) Telephone (Area code, number and extension)

Signature of Authorized Certifying Official : Date Report Submitted

Persons are not required to respond to this collection of information unless it displays a currently valid OMB control number. Respondents
obligation to reply to these reporiing requirements are Mandatory (WIA; 20 CFR 652 et al). Public reporting burden for.this collection of
information is estimates to average 1 hour per response, including tha time for reviewing instructions, searching existifig data sources, gathering
and maintaining the data needed, and completing and reviewing the collection of information. Send comments regarding this burden estimate or
any other aspect of this collection of information, including suggestion for reducing this burden to the U.S. Department of Labor, Office of
Welare-to-Work, Room N-4716, Washington, D.C. 20210 (Paperwork Reduction Project (1205-0408).

ETA 9076-E  (May 2000)
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EXHIBIT 11

THE COMPLETE TEXT OF
MICHIGAN’S RESPONSE TO THE DRAFT
AGREED-UPON PROCEURES REPORT

Following this title page is the complete text of Michigan’s response to our agreed-upon
procedures report, issued to them on March 5, 2003.
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2

‘ STATE OF MICHIGAN .
JENNIFER M. GRANHOLM DEPARTMENT OF CAREER DEVELOPMENT * . DAVID C. HOLLISTER
. GOVERNOR Lo e DRECTOR

LANSING .
Maxch 20, 2003

Mr. Robert R. Wallace , )
Regional Inspector General for Audit
U. S. Departmient of Labor

61 Forsyth Street SW

Atlanta, Georgia 30303

Dear Mr. Wallace:

The Michigan Department of Career Developnient, Office of Workforce Development
(MDCD/OWD) has received and reviewed the draft report, No. 04-03-007-03-390, regarding
finsncial activities of the Workforce Investment Act (WIA) and Job Training Partnership Act
transition funds. From our review of the draft report document, we have concerns with your

findings to Items No. 2, 7, and 9. M.DCD’s/OWD s comments to thess findings are presented
below: :

. Rep! m

Procedure: Determine how MDCD fracks the various funding periods for both MDCD
and Michigan Works! Agencies (MW As) activities, and if data is accounted for in a
manner that will allow expenditures to be matched against the appropriate obligation.

; : It was determined that MDCD does not match expenditures
with the appropriate ﬁscal penod’s funding. Rather, current expmdmu'es are charged
against the earlicst available funding. As a result, a program’s costs could not be
matched with the period for which it was funded.

. ’ YourﬁndmgmggeststhatWIAﬁmdscmbcspentonlymthe
Program Year (PY) in which the funds were awarded. However, it is unclear what
regulation or basis supports your ﬁndmg '

Per WIA regulation 20 CFR Part 667.107(a), and as stated in the Background section of

your draft report: “States have the original PY plus two additiona] years to spend the
‘gant funds.” (Emphbasis added.) :

VICTOR OFFICE CENTER « 201 N. WASHINGTbN SQUARE, 5™ FLOOR - LANSING, MICHIGAN 48913
www.mld\igaq’.mv « (517) 335.5888
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Mr. Robert R. Wallace

Match
Page 2

20,2003

~ Additionally, Sec. 23(a) of the federal Oﬁce of Management and Budget Circular for

Uniform Administration Requirements for Grants and Cooperative Agreements to States

" and Local Governments (The Common Ru]e) states:

Where a funding period is specified, a grantec may charge to the award
only costs resulting from obligations of the funding period unless
carryover of unobligated balances is permitted, in which case the
carryover balances may be charged for costs resulting from.obligations of
‘the subsequent funding period.

Based on these federal regulations, MDCD’s carryover of available WIA fund balances
into the subsequent funding period and charging WIA program costs agamst the earliest
available WIA funds is an acceptable practwc

Report Item #7

Procedure: Perform an analytical rcvxew of the information obtained to develop trend
information and investigate any unusual relationships noted.

ector ’s Fi
Under the analysis of WIA4 Fi unds Obligated is stated

Of the total $164.5 million of fqndmg available, $4.7 million (2.9 percent)
remained unobligated as of December 31, 2001. However, in addition to
obligations made at the State level, Michigan reports funds to be '
“obligated” upon their allocation of the funds to the MW As, even though
the MW As have not legally obligated the funds.

And, under the analysis of Expenditure Analysis by Funding Stream, is stated:

Cost data submitted by MDCD through December 31, 2001, indicates that a
significant amount of WIA funds at both the State and MW A levels were not
. spent as of that date (42.9 percent and 34.1 percent, respectively).

In regard to WIA Funds Obligated:

MDCD’s reporting of WIA funds for the quarter ending December 31, 2001, was
prepared in accordance with U. S. Department of Labor (USDOL), Employment and
Training Administration’s (ETA) Training and Employment Guidance Letter (TEGL)

-No. 16-99, issued June 23, 2000. As stated in both the Background section and in Item 1

of the draft report: “ETA had not clearly specified whether Local Board obligations or the
State’s pass-through awards should be included on the reports,” It should be noted that it

was not until issuance of TEGL 16-99, Change 1, on November 6, 2002, that the USDOL
clarified its definition of obligation for WIA financial reporting purposes.
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A.nd, in responsc to. Expendzture Analysxs by Fundmg Stream:

1t should be noted that Deccmber 3l,is the mid-point of the WIA PY. For
Michigan to have unspent fund batances of 42.9 percent at the State level,
and 34.1 percent at the MWA levcl at that point of the PY appears
reasonable. -

Pleasc refer to the attached USDOLETA schedulc on State Formula Spending for

PY 2001 as of 6/30/02 reports, which includes unexpended funds carried-in to PY 2001.

This schedule shows that Michigan reported expending 86.1 pércent of its total available
WIA funds during PY 2001. This expenditure rate achieved by-Michigan far exceeded

the national average of 61.3 percent, and was second only to the State of Vermont for the

highest rate of expenditures for the PY.

Report Item #9

Procedure: Determine how MWAs track vatious funding periods and if datais reported
and accounted for in a manner which will allow expenditures to be matched against the
appropriate obligation or subcontract agreement.

Inspector Gengral’s Findings: The MW As employ First In/First Out (FIFO)
méthodology in associating period expenditures with the funding allotted to that period.
As such, expenditures reported by MWAs were not matched with appropriate finding.
Rather, expenditures were charged against prior period funds until those funds had been
exhausted; and then charged to a subsequent period’s funding. Charging current period

expenditures to prior period funding dlssocxates the funding allotted to a specific period
from the cost of that period.

MDCD'’s Responge: Your finding suggcsts that WIA funds can be spent only in the PY
in which the funds were awarded. The basis that supports this finding is unclear.

Pcr WIA regulation 20 CFR Part 667.107 (a) and (b), and as stated in the Background
section of your draft report:

States have the original program year plus two additiopal years to spend
the grapnt funds. However, funds allocated by a State to a Local Board for
any PY are available for expenditures only dunng that PY and the
succeeding PY. (Emphasis added )

Additionally, Sec. 23(a) of the federal Office of Management and Budget Circular

Jor Uniform Administration Requirements for Grants and Cooperalive
Agreements to States and Laca] Governments (The Common Rule) states:
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Where a funding period is specified, a grantee may charge to the -
award only costs resulting from obligations of the funding period
unless carryover of unobligated balances is permitted, in which
case the camryover balances may be charged for costs resulting
from obligations of the subsequcnt funding period.

Based on these federal reg\ﬂanons the MWA’s charging of WIA program costs .
against. program fimds using the FIFO methodology 1s correct and in compliance
for the WIA ‘program. , .

Itis requested that the comments offered abovc be reviewed and taken nto conslderauon prior to
finalization of this report.

If there are any questions regarding the comménts offered in this letter, please contact
Mr. Ted De Leon, Division Director, Repomng and Monitoring Division, Oﬁice of Workforce
Development, at (517) 335-5856.

Sincerely,

Vicki Enright, Direc
Office of Workforce evelopment

VE:MC;l
Enclosure
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U, 3, Dopertment of Laver

State ﬂcpenlng of Formula Spending for Program Year 2001 as of 6/30/02 Reports (ss of M:uvz)
MA Youth, Adults and Dislocated Workers Programs Combined

) F—Fen T W] Tow Toul Avalsbi
Carry<dn L Abatment ant PY 2001 | Al |
Stata To Y 2001 e ™M 10101 Availad|
Total $2,974120677 |  $1.746,505,000 1  $4.771,133,050 $3.428,838.650 $5,653,780,327
v 454,062 4,410,968 2,802,784 1021782 7.476.704
Michigan 18.387.498 42,463,874 33,020.700 - 75.484.574 91,042072
Minnasota 8287154 18.048.087 12,048,703 27,896,760 34,1804
Maine 3428308 $.358.201 4917584 . 10,172.788 13,801,181
deut 821379 13.231.047 9.987.574 23219421 31433190 |
idaho 5,708,702 6268429 301488 1164091 17358821
sachusett 9.944.32¢ 23,401,009 ] 788 . 41,910, 81,856,311 |
Montans 3.310,000 7.418.084 7,888,331 15100418 18.410.424
Delaware 1,734.32¢ 4,682,074 3.231.925 - 7.8 9,649.220
North Doheta 1,839,100 4380813 2620479 5569482 882050 ]
Misne) 20,840,418 W4T 37.512.782 38428 _59.268.900 |
Orage T XTI Y Y 29295770 i 2]
vl 7 387 572 mrries| _eoresoes] 133535388
d 51,804,561 00.093467 | 54,500,468 115400935 |~ 167.006.526
- 12,850,002 19,237,854 15235 472917 47
Texas 106,864,243 199,023 801 107,383,088 246.407.708
saingto 28.089.447 39342404 30,841,570 70,184,034 28.273.481
conel 10,973,440 16,084,824 15,168,836 31283 42,177,308 |
Dlawict of Co 7,788,297 7842718 8,598.8% 16,441,008 - 24,227906
Riwda lelgnd 3208475 4 g_cg,)! 8,862,111 11,048,306
[Man 21,181,329 213153 20,047 402 42362018 83,544 148
[Arie 18,718,797 25551787 20,228,764 __45.780.881 64,499,358
Novads 5.34 350 6.559,107 19,484 1379742 |
{Okisho 14.408.584 14358207 11,208,348 | 25854880 38,9811
> 37230432 20985430 | 200455979 588,310,299 05,549,731
naylvents [ -} 100, . 40901744 104.014,% (! T84
- oy 30.§14.950 1771072 36.024.92 - 76,201,988 [X1]
Uaah B FRARAL) 5,300,288 4210508 10,171,208 12,000 010
ooy 18.164,978 8425117 2.300.000 16.824.21 32900104
S owh Dakey [ 2assoe] - qacenl 2631400 103731
" U478 3 19202860 r1.3%.171
26,045,383 28,207,961 [4312 49,711.078 75,786.47%

. 12.095.418 10878427 95827.058 __20.505 488 22600903
2884305 7349381 - 10,480
20735770 47.600914
027,440 158418 10,100.52¢

§789.4m1 12,050,045 17,604
sATSm2] - 1a0m00ss| - 20.518
17,635,180 40,448,131 | 181
11,947,633 26,823,831 o,
17,474,400 36,681 1,900,
8508 56043618 127,008,301
30,848.408 L SADToT2 Y
s agsemal 1wz
7% 50,000,142
4 481, 52311 |

1,054.775,688 |  1.655.004,904 3;200,000,834 498137 882
199, 31380341 ©  7.334.580 11,013,547
4,148,487 9.413.70) | 18.229.1
- 18919478 21,820,498 |
37,346,137 208,745,163 248,310,300 AT 550550
32116605 | 155052118 | 107,168,720 4%.718.748
4436774 42,848,756 4 1789018
10,867, 11,859,050 24,000,830
2 : 47904

™ naluses $177.5 milkon nescission for Diskoceiad Workers Achviies and 525 milion Suppterenial for Yauh Actvikes e ihe Sunilemenat Approgristons A, 2001, P.L. 10720, 1724,
m:ww-a-nmimwumuummumnjnm '
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